nascent local competition that is already beginning to take root will wither and other states

that desire to stymie local telecommunications competition might be emboldened to follow

the Arkansas lead. The Commission must not permit this to happen.
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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed; S1/22/97

81st General Assembly _
Regular Session, 1997 SENATE BILL 54

By: Senators Hopkins, Argue, Bearden, Bell, Canads, Dowd, Edwards, Everety, Fich, Gordon, Gwatney,
Harriman, Hill, Hoofman, Hunter, Jeffries, Kennedy, Lewellen, Mahony, Malone, Roebuck, Ross, Smith,
Todd, Walker, Walters, Webb, and Wilson

By: Representatives Wagner, Beatty, Thicksten, Capps, Cunningham, Young, Laverty, Purdom, Newman,
George, Maddox, Brown, Miller, Fletcher, McKissack, Mch’e, Malone, Pollan, McGehee, Wilkinson,
Willems, Johnson, Rorie, Simon, Broadway, Kidd, Lancaster, Sheppard, Sulnaker, Jones, Bennet, Choate,
Davis, Baker, Wood, Northcutt, Simmons, Allison, Flanagin, Horn, Whorton, Cook, Hausam, Jeffress, Hall,
Wren, Goodwin, Critcher, McJunkin, Hunton, Harris, French, Joe Hudson, Wallis, Teague, Bond, Shoffner,
Ammons, Milum, Booker, Pappas, Walker, Courtway, Roberts, Rodgers, Angel and Curran

For An Act To Be Entitled
" TELECOMMUNICATIONS REGULATORY REFORM ACT OF 1997."

Subtitle
"TELECOMMUNICATIONS REGULATORY REFORM
ACT OF 1997."

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARRANSAS:
SECTION 1. Title.

This act may be referred to and cited as the "Telecommunications

Regulatory Reform Act of 1997".

SECTION 2. Legislative Findings.
It is the intent of the General Assembly in enacting this Act to:

(1) Provide for a eystem of regulation of telecommunications services,

consistent with the Federal Act, that assists in implementing the national

policy of opening the telecommunications market to competition on fair and

equsl terms, modifies outdated regulation, eliminates unnecessary regulation,
and preserves and advances universal service.

0114971531.mh{591
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As Engrossed: $1/22/97 SB 54

(2) Recognize that a telecommunications provider that serves high cost

ural sreas or exchanges faces unigue circumstances that require special
consideration and funding to assist in preserving and prowoting universal

service.

(3) Recognize differences between the emall and large incumbent local

e;chango Cl:fiﬁfl. thgt the;e are cuatomc;-mgd telegbone cooparatives lnd

sma ocally-owned investor companies, and that it is appropriste to provide
ncentives and regulato exib to allow incumbent local exchange
arriers that serve the s e _existing services a o
introduce new technology and new services in s prompt, efficient and
economical mapner. The General Assembly fi that the Commission, when
romulgat les ulations, should taks into consideration the
differences in operas n_the e and small incumbent local
exchange carriers and the bu s ple smapll carriers because of
regulation.

SECTION 3. Definitione.
As used in this Act:

1) "Access line" means c ications facility extending from a
customer's emices to & serv central offjce compris n' 8_subscriber line
and, _3if necess t c .

2) "Affiliare” meapns a at Tec or indirectly, owns or
controls, is owned or controlled by, or w s under common ownership or
control with, another entity. on 8, for the purpose of this
definition means holding at least s majority of the outstanding voting power.

{3) YArkansas Intra Pool"m the unincorporsted orgenization

of the Arkansas incumbent local exchange carriers, approved by the Commission,
wvhose purpose is to redietribute the pooled revenues from intralATA toll

telephone service.

(&) MArkansas Intrastate Cayrier Common Line Pool" means the

unincorporated orgesnization of the providers of Arkanses telecommunications

services, authorized by the Commigsion, whose purpose is to manage billing,

collection, and distribution of the incumbent local exchange carrier’s intrastate
toll common_ line service revenue reguirements.

{5) “Basic local exchange service" means the service provided to_the
premises of residential or business customers composed of the following:

2 0114971531.mh{591
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As Engrossed: $1;22/97 SB 54

a voice grade access to the public switched networ wit

ability to place and receive calls,

b touc one service availabilit

{c} flat rate recidential local service and business local

service, . _
(d} nccegs to _emergency services (911/ES11) where provided by
local authorities,
(e) access to basic operator services,
{£) & standard white page diyrecrory listing,
(g) access to basic local directory assistance,

h accesg to long distance toll service providers, and

i rthe minimum service quality as established and required b
the Commiseion on the effective dats of this Act.
{6) "Commercial mobile gservicae" mesns cellular, Personal

Communications Systems and any service regulated pursuant to Part 20 of the

rules and regulations of the FCC (47 CFR Part 20) or any successor provisions.
(7) "Commission"” meane the Arkaness Public Service Commissjon.

8) "Competing local exchange carrier" or "CLEC"™ means a local exchange

carrier that is not san incumbept local exchange carrier.
9) "Electing company” means a local exchange ca er that elects to be

regulated pursuant to Sections 6 through Section 8 of this Act.

10) "Eligible telecommunications rrier" mesns the local exchange

carrier determined in accordance with Section $ .

(11) "Embedded investment" mesns the amount of investment in telephone
plant thet has already been made by an incumbent local exchange csrrier as of -

the effective date of this act.

(12) "FCC" means the Federal Communications Commission.
(13) "Facilities" means any of the physical elements of the telephone
plant that are needed to provide or support telecommunications services,

including switching systems, cables, fiber optic, and microwave radio
transmission systems, meamsurjng equipment, billing equipwent, operating

systems, billing eystems, orderi systems, and all other equipment and

systems that a telecommunications service provider uses to provide or support

telecommunications services.

{14) "Federal act" means the Communications Act of 1934, as amended.

15) "Government entity" includes all Arkansaes state agencies

3 0114971531.mhf591



W 00 3 O s W e

W oOWw W oW oW W W N NN ) SRS — -
& H A O R S EREUBRRRURNSNEESESISIeE RS S
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commissions, boards, authorities, and all Arkansas public educational entities

(including echool districts), and political subdivisions (including

incorporated cities and towns and all institutions, agencies or

instrumentaliries of municipalities) and count overnments.

16) "Incumbent local exchange carrier” means, with respect to a local

exchange area, a locnl'e;chnngo carrier, including successors and assigns,
that is certified by the Commission and was providing basjc local exchange

gservice on February 8, 1996.

(17) r"Interstate access charge pools” means the system, currently
administered by the National Exchange Carriers Association, wherein

articipating local exchange carriers billed interstate access revenues.

18) "Local exchange area" means the geographic areas, approved by the
Commission, encompassin withip which a local exchange carrier is
authorized to provide basic local exchange services and switched access
services.

{19) "Local exchange carrier” meane a telecommunications provider of
basic local exchange service and switched access service. Such term does not

include commercisl mobjile service providers.

20 "Network element” means a facility or equipment ugsed in the

rovision of a telecommu a 8 8 ice. Such term alsoc includes features
functions, snd capabilitjes that sre provided by weans of such facility or
equipment, including subscrid bers atabases, signali systems, and

information sufficient for billing and collection or used in the transmission,
routing, or other provision of a telecommunjcations service.

{21) "Resale” means the purchase of services by one local exchange
carrier from another locsl exchange carrier for the purpose of reselling those
services directly or indirectly to an end-user customer. .

{22) "Rural telephone company” means a local exchange carrier defined as
a rural telephone company in the Federal Act ss of the effective date of this

act.

(23) "Switched access servigs" means the provision of communications
between a customer premise and an interexchange carrier's point of
interconnection with a local exchange ci;rier’s network for the completion of

end user calls to the public switched network for the origination or

termination of interexchange long distance traffic.

{24) "Telecommunications provider" weans any person, firm, partnership,

4 0114971531.mhf591
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As Engrossed: $§1/22(97 SB 54

corporation, association, or other entity that offers telecommunications

services to the public for compensation.
{25) “Telecowmunications services" means the offering to the public for

compensation the transmission of voice, data, or other electronic information
at _any frequency over any part of the electromagnetic spectrum,
potwithstanding any other use of the associated facilities. Such term does
not include radio and television broadcast or distributjion services, or the

provision or publishing of yellow pages, regardless of the entity providing
such services, or services to the extent that such services are used in

connection with the operation of an electric utility system owned by a

government entity.
(26) I"T4 e Company" means an umbent local exchange carrier

tha together with its ag affiliatres are also incumbent locsa
exchange carriers, provides basic local exchange services to greater than one
undred fifty thousand (150,000) access lines in the State of Arkansas on the

effective date of this Act. Chenges in designation of an incumbent local
exchange carrier, or portions thereof, as s Tier One Company or non-Tier One

Company may be effected b rior approval fr the C ission pursuant to

Section 11(4i).

27} "Universal s a" 2 e telec ications services that

are defined and listed in the definition of basic local exchange service until
changed by the Commission pursuant to Section 4(e)(3) of this Act.

SECTION 4. Preservation and P tio Universal § ice.

{(a) The Arkansas Universal Service Fund (AUSF) is established by this
Section in order to promote and asgure the evailability of universal service
at rates that are reasonable and affordable, and to provide for reasonably
comparable services and rates between rural and urban areas. The AUSF will
provide funding to eligible telecommunications carriers that provide basic
local exchange services over facjlities owned by the eligible
telecommunications carrier. The AUSF shsl) be designed to provide
predictable, sufficient, and sustainable fupding to eligible
telecommunications carriers serving yural or high cost areas of the State.

(b) The Arkansas Universal Service Fund is to provide a mechanism to

restructure the present system of telecommunication service rates in the State

as provided herein, and all telecommunicstions providers, except aas prohibited

5 0114971531.mhf591
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by federal law, shall be charped for the direct and indirect value inherent in

the obtaining end preserving of reasonsble and comparable access to
telecommunications services in the rural or high cost areas. The value and
utility of access to and interconnection with the public switched network will
be lessened if the rural or high cost areas do not have comparable access angd
subscribership. This AUSP charge for all telecommunications providers shall
be proportionate to each provider’s Arksnsas intrastate vetail
telecommunications service revepues. Ip that the customers of the
telecommunications providers that wou ay the AUSF charge receive the
benefits of a universal network, such telecommunications providers may
surcharge their customers to yecover such AUSF charges paid by the
telecommunications provider. Therefore, the AUSF charge is not & tax, and is

ot af by state law taxation.

The € ssion shall delegate to a trustea (the “adwministrator”) the
administration, collection d distribution of the AUSF in accordance with
the rules and procsdures established by the ssion and consistent wit
this Act. e adpinistrator shall orce and t all rules and
directives governing the fund collecti nd eligibiliry for the AUSF,

Within sixty days sfter receipt of a request for AUSF funds, the administrator
shall review and determine the accuracy and appropriateness of the reguest and

advise the entity requesting such funds of his deteyrmination. The affected
parties shall have thirty days to request yreconsideration by the Commission of
the sdministrator's determination and the Commission shall sfter notice and
hearing, if requested, issue its opinjon op the reconsideration within thirty

days after the request consideration. . Perscne a ved by the

Commission’s opinion shall have the right to appea] such opinion in accordance

with law.

(d) The AUSF administrator shall periodically establish and notify each

telecommunications provider of the AUSF charge levels reguired to be paid by
the telecommunications provider. Any telecommunications provider that fails,
without just cause, to pay the AUSF charge thst is due and payable pursuant to

this eection shall, after notice and opportunity for hearing, have its
suthority to do business as a telecommunicatrions provider in the State of

Arkansas revoked by the Commission. The AUSF charge shall not be subject to

any state or local tax or franchise feeas. The Commission is authorized to

increase the AUSF charge by those amounts necessary to recover the cost of

6 0114971531.mh{591
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As Engrossed: S1/22/97 SB 54

adoinistration of the AUSF.

(e) The Commission shall, after reasonable notice and hearing,
establish rules and procedures necessary to implement the AUSF. The
Commission shall implement the AUSF and make AUSF funds avsilable to eligible

telecommunications carriers no later thang 90 davs following the later of
the effective date of this Act, or (4ii) the effective date of an FCC

pursuant to Section 254 of the Fedaral Act (47 USC 254), that approves,

establishes or modifies interstate universal service funding. The Commission

shall not rior to the implementat and availsb ty of funds f he

AUSP, require any local exchange carrier to uce rates fo ntrasta

switched access services or require any local exchenge carrier to reduce its
net revenue received from the Arkansas IntraLATA Toll Pool (AITP). In

establishing and implement t USF, the Commission shall adhere to the

following instructions and guidelines:
1 USF funding s d act to eligible

telecommunications carriers.
2 e C sgio a b ce _and hea

revise the list of universal services, Identified in Section 3 of this Act,
that may be supported by the AUSF to establish and maiptain end user rates for
universal services that are reagonably comparable betw urban and rural
areas, or to reflect changes ipn the type and quality of velecommunications
services considered essentisl by the public, as evidenced, for example, by

those telecommunication services that are purchased and used by a majority of
single line urban customers. The Commission shall determine and approve AUSF

funding to elipgible telecommunications carriers to recover the cost of
additions or revisions to the universal service list concurrent with any such

revisions to the list of univers ervices identified in Section 3 of this
Act. .
{3) 1If the Commission establishes or utilizea a minimum or
threshold universal service rate (threshold rate), for the purpose of
determining the amount of AUSF that an eligible telecommunications carrier may
receive, the Commission shall adhere to the following requirements:

fA) A rate case proceeding or earnings investigation or analysis

shall not be required or conducted in connection with the determination or

implenentation of increases in universal service rates associated with

Commission use of a threshold rate, and the increases shall not be included in

7 0114971531.mh{591
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the calculation of the basjc local exchange service rate increase limits

gpecified in Section 7 and Section 12,
(B) The Commission may not require & reduction in universal

sarvice rates to a threshold rate unless any associated decrease in revenues

ate allowed to be concu tly recoversd from the AUSF.
4) (A e _ev a tule or polic ursuant to

Section 2546(a)(2) of th deral Act, (47 USC 254(a)(2 the effect of which

is to change the federal universa)l service fund revenues of an incumbent local
exchange carrier, the Commiseion shal] ejther increase the rates for basic

local exchange service nereas e bent local exchange carrier’s

recovery from the AUSF or a combination thereof to replace the reassonably
projected change in revenues. In determining whether to increase basic local

cha ce rates or ipcree USF for 8 Tier Ope Company pursuant to
this Section, the Comm a to sccount that company's rates and
consider whether such rateg are below t tatevide average.
B o 2 excluding Tier One Companies
that, ss a result of ¢ ¢ _caused by pew or existing federal or state
regulatory or statut v e es a cha n_intrastate or

interﬁtate switched access services revenues, or in net revenue received from
the intrastate Carrier Common Line Pool, interstate access charge pools, or
the Arkansas IntralATA Toll Pool, shall be allowed to recover such reductions

rom the AUSF or throu tions tes & icable to basic loca

exchange service. amounts s l be limited to the ner reduction

in revenues from all sources of support listed in paragraphs (e}{4)(A) and
(e)(4)(B) of this Sectiom. 3

(C) In connsction with the receipt of AUSF funds for these
changes referred to in paragraph (e}(4)(A) or (e)(4)(B) of this Section, such
shall not be conditioned upon any rate case or earnings investigation by the
Commission. The AUSF administrator shall verify the calculations and accuracy
of the net revenue reductions, based on a comparison between (i) the total
annual revenues received from these sources by the eligible telecommunications
carrier during the most recent twelve months greceding:the required regulatory
or statutory changes, and ({j) a reasonable projection of total test year

annual revenue after such changes sre implemented.

(D) Except as provided in this paragraph, the intrastate Carrier

Common Line (CCL) Pool charges shall continpue as effective on December 31,
8 0114971531.mh{591
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As Engrossed: §1/22/97 SB 54

1996. The Commiseion is authorized to develop and iwplement, commencing three
{3) years after the effective date of this Act, a phase-in reduction of
intrastate CCL pool charges until such charges are eguivalent to the
interstate CCL charges. Any reduction of intrastate CCL pool charges of
incumbent local exchange carpiers ordered by the Commission shall provide for
concurrent recovery of such revenues loss from the AUSF, basic local exchange

rates, or a combination thereof.

(5) All eligible telecommunications carriers way request high

cost funding from the AUSF as necessa n uture to maintain ra o
universal services that are reasonable, affordable, and comparable between
urban and rural areas. Except ss otherwise provided in this Act, such funding

ghall be baced on all net investment, including embedded investment, and

exvenses incurred by the e telecommunicatione carriers in the provision

of universal service. High cost fund all be provided to e ible

telecommunications carriers as nseded for tha following: (A) investments and
expenses required to provide, maintein, and support universal services (B)
;nfrastructure expenditures in response to faciliry or seyvice reguirements

established by any lepislativ ulat udicia t or

overnmental entit and (C or other purposes deemed necessary by the

Commission to preserve and advapce the public education and welfare.
(6) In identifying and measuring the costs of providing universal

services, exclusively for the purpos cost funding levels
under paragraph {e)(6) of thise Section, eligible telacommunications carriers
shall have the following optjone;

A eligible telec ca 8 carrier way utilize
traditional rate csse methods snd procedures to identify universal service
revenue requirements and a residual AUSF funding requirement;

{B) The eligible telecommunications carrier may identify high cost .
areas within its local exchange srea, such ares being no smsller then a single
exchange or wire center, and perform a fully distributed allocation of cost
and identification of mssocisted revenue in order to quantify funding needs
for such areas; o;.'

(C) The Commission !hlli adopt ressonable cost Eroxies’that way
be used by an eligible telecommunjcations carrier for this purpose.

(7) In calculating revenue requjirements only for the purpose of
establishing high cost funding needs from the AUSF the Commission shall not

9 0114971531.mh1591
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As Engrossed: 51122197 SB 54

fix depreciation rates; however, the Commiseion may make reasonable
adjustmejts to deprecistion expense if an eligible telecommunications
carrier’s composite depreciation snnual accrual rate is preater than the

wveighted average of composite rates for similar plant and equipment of all

other telecommunications providers i comparable services in the State.

In such csse, the Cowmission may sadiust depreciation expenses of the eligible

telecommunications_carrier to levels that would not exceed 151 above a

composite accrual rate comparable to the statewide weighted average.

On_or within thir aye following the fifth anniversary of the

effective date of this Act, the Commiesion and the AUSF administrstor shall

complete and deliver a report the status and performence of the AUSF to the

Legislative Council.
(g) The current Arkansas Unjverss] Telephone Service Fund established
pursuant to Arkansas Code Annotated Sections 23-17-301 through 23-17-307 will

continue to exist until the AUSF is funded snd operational. At that time an

funds remaining in the current fund will be transferred to the AUSF and the

urrent fund wil e o .

SECTION 5. Eligible Telecomupications Carrier. -
{a} The incumbent Jocal exchange carrier, its successors and assigns,
which owns, maintains, and provides facilities for universa] service within a
ocal sxchange ares upon the sffective date of thie Act, shall be the ble
telecommunications carrier within such local exchange area.
(b) Where the incumbent locel exchenge carrier receives AUSF support,

except in areas served by rural telephone ¢ anies, the Commission

consistent with Section 214(e)(2) of the Federal Act (47 USC 214(e)(2)), after

reasonable notice and hearing, may designate other telecommunicarions
providers to be elipible for high cost support pursuant to Section 4 under the

following conditions:

{1) The other telecommunjcatio rovider accepts the responsibilit
to_provide service to all customers in an incumbent local exchange carrier's
lo;al exchange area using its own facilitjes or & combination of its own
facilities and resale of another carrier's services. High cost support under

this Section will not begin until the telecommunications provider has

facilities in place and offers to serve all customers in its service area}

(2) The telecommunications provider may only receive funding for the
10 0114971531.mh1591
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portion of its facilities that it owns and maintainss
{3) The telecommunications provider will not receive AUSF funding at a
level higher than the level of funding received by the incumbent local

exchange carrier in the same area;
(4) The telecommunications pyovider advertises the availability and

the chargee of such services, using media of general distribution; and

(5) It is determined by the Commission that the designation is in the
public interest.

c exchanges W centers where the Cormissjion has designated
more than one eligible telecommunications carrier, the Commission shell permit
a local exchange carrier to relinquish its designation as an eljipible
telecommunications carrier, consistent with Section 214(e)(4) of the Federal
Act (47 USC 214(e)(4)), t e e
telecommunications carrier will coptinue to se the area.

(d) For the antire area served by a rural telephone company, excluding
Tier One Companies, for the purpose of the AUSF snd the federal universal

service fund, there shall be only one eli e telec icetions carrier
which shall be the incumbent local exchange carrier that is a rural telephone
company. The rursl telephons company ma ct to wajve its right to be the

only eligible telecommunicatione carrier within the local exchange area by
filing notice with the Commission. ]f there is more than one eligible

telecommunications carrier, sn e et unications rier ma

etition the Commission and be granted relief from designation as an eligible

telecompunications carrier.

(e) An eligible telecommunications carrier may use commercial mobile

services to provide universal services.

SECTION 6. Electing Companies. - '

{a) Any incumbent local exchange carrier may elect to have the ratas,
terms, and conditions for its telecommunications services determined pursuant
to the provisions of this Section.

(b) An incumbent local exchapge carrier shall file a notice of its

intent with the Commission to be a ecting compa and to be repulated

pursuant to Sections 6 through Section 8.

(c) Upon such a filing, all rates, terms, and conditions for the

services provided by that incumbent local exchange carrier contained in the

11 0114971531.mh{59]



O 0 <1 O b W N e

W W WL W W NN NN BN N NN e el e 2 s s e A
G‘*V\#UN»—‘O\OOO\JO'\DI’huNHO\DOO\IO\M&WNHO
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tariffs and end-user contracte that were in effect on the date twelve months

prior to the date of election under thie Section shall be deemed just and

reasonable. However, nothing herein shhll restrict any customer's right to

complain to the Commission regarding quality of service or the Commission’s

right to enforce sny quality of service rules and standarde which are equally

imposed o eleconpunicationg providers.

d) A rural telephone any, excluding Tier One Companies, whic
elects to be regulated pursuant to this Section may terminate that election by
filing s notice with the Commissien. terminating that election, the

ural relephone company way mnot thersafter, for s period of five vears from

date of the termination notice under this paragraph, elect to be regulated

under this Section.

SECTION 7. u [ tes fo slc Local Exchange Service and

Switched Access Se [ Elect Compapies.

a) The rates fo asic local exchange service and switched access

services that were in effect 4n the date twelve months prior to the date of
filing of a notice of election by a local exchange carrier pursuant to Section
6 shall be the maxiwum that such electing Jocal exchange carrier may charge
for such services for a period of three years after the date of filing,
excluding rate increases ordered by the Commission pursuant to Section 4. An
electing company mey decrease or, subsequent to a decrease, incresse up to the
rate that'vas effective at the time of election pursuant to this Section. Such
rate changes shall be effective immediately, without Commission approval, by
filing a tariff or notice with ¢ n.

(b) After the expiration of such three year period, the rates for basic
local exchange services and switched access services, excluding the intrastate
carrier common line charge, wmay be adjusted by the electing company filing a

rice list with the C gsion, as lo as_such rates main at or below the

inflation-based rate cap. Inflation shall be weasured by the year-over-year

percent change in the gross domestic product price index (GDP-PI) calculated

by the U.S. Department of Commerce, or any successor to such index. The

electing company is suthorized to adjust the rate cap for each basic local

exchanpe service and switched access service by seventy-five percent of this

inflation measure, adjusted for exogenous changes specified in paragraph (e)

of this Section, and excluding rate incresses ordered by the Commission
12 0114971531.mh{591
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As Engrossed: $1/22/97 SB 54

pursuant to Section 4. The rate cap may oply be ediusted once each twelve
months beginning at the expiration of the three yesr period after the date of
initisl filing to be regulated pursusnt to Sections 6 through 8.

(c) As long as an electing company is in compliance with paragraphs (a)
and (b) of this Section, such rates are deemed just and reasonable.

d) Notwithstand the provisions of this Se f, at any time

following the three vear anniversary of the date of election pursuapt to this

Section, another telecommunications provider is providing basic local exchange

service or switched access service within an electing cowmpsny’s loca]l exchange
area, the electing company may, within any exchange of the electing cowpany in
vhich snother telecommunications provider is providing these services, ‘
commence determining its rates for basic local exchange service and switched
access services in the same menner that it deterpines its rates for services
other than basic local exchange service and switched access service, pursuvant

to Section 8(c).

(e) For purposes of this Section, the term exogenous change shall mean a

cumulative jmwpact on a lo cha ca ! trastate repulated revenue,
expenses or investment of more thsn thres percent cver a twelve month period,
that is attributable to changes edera), state, or oca ove ent

pandates, rules, regulations or statutes.

SECTION 8. Regulatory Fragework for Electing Cogpanies.

8) The earninges of a t any s ot be subject to rate of
return or rate base monitoring or regulation, and the Commission shall not
consider rate of return, yate base t arnings an_electing company in

connection with rate changes made pursuant to this Section or Section 7.
(b) An electing company is suthorized to determine and account for its
investments, revenues and expenses, includinz depreciation expenses, pursuant

to generally accepted account rinei 8.

(c) An electing company may increase or dacrsase its rates for
telecompunications services other then basic loca) exchange service and
switched access services and establish rates for new services by filing a
tariff or a price list with tge-COumicgign. Such rates shall not require
Commission approval. The tariff or price list shall be effective ugon'filing
or at such future time as the electing company shall designate, So long as

rates for services are in accordance with this Section and Section 7, such

13 0114971531.mhf591
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»

rates are deemed just and reasonable. Any service that is not a

telecommunications service is not subject to Commission regulation, and rates
for such services need not be filed with the Commission.

(d) An electing company may package any of its services with any other
service it or its affiliates offer, with or without a discount, provided that
services whose rates ave capped under Section 7 may be purchased separately st

the rats which is ca n accordance with that Section.

SECTION 9. Authorizstion of Competing Local Exchange Carriers.
(2) Consistent with the Fedexal Act and the provisions of Section 10,

the Commission is suthorized to grant certificates of convenience snd
necessity to telecommunications providers authorizing them to provide basie
local exchange service and ched 8 _service to _an _incumbent local
exchange carrier’s local exchange arsa if and to the exteat that such
applications otherwise comply with state law, designate the geographic areas
proposed to be served by such applicants, and the applicants demonstrate they
possess the finapcisl, techn;gallgng managerial capacity to provide such

c eti services., Compet al exchange carriers shall be required to

maintain a current tariff or price list with the Commission, and to make

rices and terms of service avajlable for public ingpection. Retail prices of

competd ocal e ange carriers shall not require prior review or approval

by the Commission.

b) A government entity may not ovide, directly or indirectly, basic

local exchange service. After ressonsble notice to the public and public

hearin a _government entit an electric utility sys or televigion

signal distyibution syst may make & telec unicatio capacity or

associated facilities which it now owns, or may hereafrer acquire, available
to the public upon such terms and conditions as may be establighed by its
governing asuthority, except such government entity may not use such
telecommunications capacity or facilitjes to provide, directly or indirectly,
basic local exchange aeggiée. Any restriction contained in this paragraph

* shall not be applicable to the provision of telecommunications gervices or
- facilities to the extent used solely for 911, E911, other emergency services,

educational or medical purposes, or for the provision of telecommunicatione

P A AL T

" services or facilities by an educational institution to its students.

c) A government entity which operstes an electric utility system ma

14 0114971531.mhf591
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deny _any telecommunications provider access to its electric utilic oles

ducts, conduits, or rights-of-way, on s nondiscriminatory basis where there is

insufficient capacity and for reasons of safety, reliability, and generally
applicable engineering purposes.
(d) Except to the extent regujyed by the Federal Act and this Act, the

Commission shall not require an incumbent local exchange carrier to negotiate

resale of its rersil telecommunicatjons services, to provide intercomnection,
or to sell unbundled network eslemente to a competjng local exchsnge carrier

for the purpose of all such compet al exchange carrisr to competa

with the incumbent local exchange carrier in the provision of basic local

PRI LA EEN A e

axchangs service. Promotiona ices ervic ackapes, trial offer §, ©

tempors discounts offered by the local exchange carrier to its end-user

ustopers are not reguired t v or resale.

e) The prices for unbundled n ) ente shall include the actual

costs, including an sllocation of {oint and common costs and a reasonable
profit.

(£) As provided in Sections 251 and 252 of the Federal Act (47 USC 251

and 252), the Commission's sutho v spect to interconnection, resale
and unbundling is limited to the terms, conditions and agreements pursuant to
which an incumbent locs]l exchsnge ¢arrier will provide interconnection,
resale, or unbundling to a CLEC for the purpose the CLEC competing with the
incumbent local excha ca nt ovision of telecommunications
services to end-user customers.

The Commissd all a s, as permitted the Federsl Act

reesle restrictions which prohibit resellers from purchasing retail local
exchange services offered by a locasl exchange carrier to residential customers
and reselling those retail services to nonreejdential custowers, or
aggregating the usage of wultiple customers on resold local exchange services,
or any other reasonable limitatjon on resale to the extent permjtted by the
Federal Act. The wholesale rate of any existing retajl telecommunications
services provided by local exchange carriers that are not exempt from Section
251{c) of the Federal Act (47 USC 251(c)) and that are being sold for the

purpose of resale, shsll be the retail rste of the service less any net

avoided costs due to the resale. The net avoided costs shall be calculated as

the total of the costs that will not be incurred by the local exchange carrier

due to it selling the service for resale less any additional costs that will

15 0114971531.mh{591
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be incurred as a result of selling the service for the purpocse of resale.

(h) Incumbent local exchange carriers shall provide CLECs, at ressonable
rates, nondiscriminatory sccegs to operator services, directory listings and
agssistance, and 911 service only to the extent required in the Federal Act.

i) The C asion shall a ove a otiated terconnectio

agreement Or StATemeNnt O gener®j)Y BVAEl.WO.e Lerws 11.eg pursuant to the
Federal Act unless it is shown by clear and convincing evidence that the

agreemehc'or statement does not meet the minimum requirements of Section 251

of the Federal Act (47 USC 251). In no ev sh e ission impose an

interconnection requirements that go beyond those requirements imposed by the

ederal Act or any interconnection regulations or standards promulgated under

the Fede Act.

(1) In the event the Commission is requested to arbitrate any open
issues pursusnt to Section 252 of the Federal Act (47 USC 252), the parties to
the arbitration proceeding shall be l;giged to_the persoms or entities
negotiating the agreement.

SECTION 10. Competing Loca e C iers in Service Areas of Rural
Telephone Companies.
a A rural tele ¢ a t _have any duty to negotiste
any other telec nicatio ovi n ct with the rural

telephone compeny’s network as provided by Section 251(c) and Section 252 of

the Federal Act (47 USC 251(c) spd 252), including sccess to its network
elements on an unbundled basis, resale of any telecommunjications service that

such rural telephone company provides at retajil to subscribers, or physical

collocation, unless and until a telecommunications provider has made a bona
fide request to the rural telephone company for such services, and the
Commission has determined, in accordance with the Federal Act, that the rural
telephone company wust fulfill such request.

(b) With regard to a rural telephone company that is not also a Tier Ome

Company, the Commission may only determine that the rural telephone company

must fulfill such a request if, after reaseonable notice and hearing, it is
established by clear and convincing evidence that

{1) the request is not unduly economically burdensome;

{2) the request is technically feagible; and

16 0114971531.mh{591
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(3) the request is consistent with the protection of unjversal
service and the public interest, convenience, and necessity.

(c) The Commission shall not conclude that clear and convincing evidence
exists, as required in parsgraph (b) of this Section, unless the Commission
has, among other relevant matters, copcluded that granting the yequested
relief will not result in significant adverse impact on _any of the following:

l) The customers o incumbent local exchange carrier seyvi
the srea;

2 e_incumbent hange ca 's uing a ty to
provide its customers sdeguate service et ressonsble rates:

3) The incumbent lo xcha: carrier’s sbility to continue to
peet eligible carrier obligations;

4 a [ 4

5) Custom c of t one servics;

(6) The goals of unjversal service;

7) The gqualit ustomers;

8) Th cumbe e carrier’s ability to attract

capital and incur debt at reasonsble rates and the abiliry to sustain

sufficient revenue stream to psy existing debej -
(9) The abiliry of the exchange to support more than one local

exchange carrier; and
10 e eres a t 6.,

'(d) I1f no order granting the request is entered by the Commission
within 120 days after notice of such request has been filed, the request is

denied,

SECTION 11. Regulatory Reform.

a) Regarding the ea s, rates of return, or rate base calculation of
any electing company, any incumbent local exchange carrier that has filed
notice in accordance with Section 12, or any competing local exchange carrier,
and provided that all such compenies and carriers otherwise comply with the
applicsble ratemaking provisions of this Act, the Commission shall not:

(1) reguire the filing of any financiel report, statement, or other
document for the purpose of reviewing, monitoring, or regulating rate base,
earninpgs, or rates of return, or |

{2) conduct any investigation of rate base, earnings, or rates of

17 0114971531.mhf591
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Ieturn.

{b) Norw1ths!:né1ax_5hs_zzézizlgas_gi_shig_A224_z_ssss_ngsz

reclassification of an exchange from o ste group to another occurring as a
result of access line growth or loss of exchange access arrangements shall be
a ed by the C on on requesst of a local exchange carrier.

c) Consistent w the po of telecommunications competition that is

implemented with this Act, other than the Commissgion’s promulgation of rules
and regulatione required by this Act, the Commission shall promulgate no new

le or regulation that incresses regulato urdens on telecommunications
service providers, except upon 8 showing that the benefits of such rule or
regulation are clear and d strable and subgtantially exceed the cost of
compliance by the affected telecommunicatjops service providers.

d) No ts ap 180 days af e effective date of this Act, the
Commission shall t 8 rule making proceed to identify and repeal all
rules and regulstione relating to the provision of telecommunications service
vwhich are incopsistent wit ave be endered unnecessary by, or have been

uperseded by s the Fede ct.

e) Not late D _davys ey the effective date of this Act, the
Commission shall revise its es 90 that they apply, except as expressl

rovided in this Act, equ to & oviders of basic local exchange
service, All future e changes ulga by the C ssion shall appl
equally ro all ders o c loca a servi

f) In order to e nate outdated, unnecesgary and burdensome laws and
regulations, electing cogpanies cumbent local exchange carriers filin
notice pursuant to Section }2 d eting local excha carriers shall not

be subject to the requirements of Sections 23-2-304(a)(1), 23-2-304(a)(4),

23-2-304(a)(5), 23-2-306, 23-2-307, Sections 23-3-101 through 23-3-107, 23-3-
112, 23-3-114, Sections 23-3-118, 23-3-119(w}(2), 23-3-201, 23-3-206, 23-3-301
through 23-3-316, 23-4-101 through 23-4-104, 23-4-107, 23-4-109, 23-4-110,
23-4-201(d), 23-4-40) through 23-4-405, Sections 23-4-407 through 23-4-419,

23-17-234, or the Commission rules and regulations jmplementing such statutes.
(2) The Commission, except ag provided in this Act with respect to

universal services, shall have no durisdicrion to regulate commercial mobile
services or commercial mobile service providers.

(h) The Coumission shall establish reasonable cost proxies, which rural

telephone companies, excluding Tier One Companies, may use without producing

18 0114971531.mh{591
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company specific cost studies, when cost studies would otherwise be reguired.
Use of these proxies or the adoptjon of approved rates of non rural telephone
companies by rural telephone companieg, excluding tier one companies, shall be

deemed adequate proof of such rural telephops company costs.

(1) The Commission may reclaseify an incumbent local exchange carrier

28 & tier one company or & non t one ¢ 40Ny _on e ] t

incumbent local exchapge carrier in connection with an increasse or decreass in
the number of the carrier's access lines in the state.

¢ unsuthorized chan 's service to apothe

telecommunications service provider is prohibited. To protect customers from
any unasuthorized changes in their choice of tele cations service
roviders, no local exchange carrier sha onor & request by any person other
than the customer to change the astate long distance or local
exchange service to such cust . ta excepts 1) whers th
request_is placed by a local or lo stance company that has provided to the

ocal exchange carrier stte containing clesr and conspicuous

disclosure of such change signed by the cuetomer authorizing the change; (2)
vhere the customer affected by the change cslle a toll-free number

established by the company reques s _change) to confirm the reguest for
chanpe made in response to a contact initieted by the local exchange or long
stance company requssti: e where the Commission otherwise
Xpressly suthorizeg. 8rr hat violates the
verification procedures described this subsection and collects charges for
telecommunjcations services fr 8 cus shall be liable to the carrier
reviously selected by the custom an ampount equal to sll charges paid b

such subscriber after such violsation in accordance with such procedures as the

Commission may prescribe. The Commission 1s sleo suthorized to impose civil
penalties, not to excesd five thousand dollars ($5,000.00) for any such

violation.

SECTION 12. Optional Alternatjve Regulation of Non Tier One Rural

Telephone Companies.

{a) Rura)l telephone companjes, excluding Tier One Companies, that file

notice with the Commission of an election to be repulated in eccordance with
the provisions of this Section are authorized to determine and account for

their respective revenues and expenses, including depreciation expenses,

19 0114971531.mh(591
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ursuant to generally accepted accouptin inciples, and, except as provided

in this Section, shall be subject to regulation only in accordance with this
Section and shall not be subject to any rate review or rate of return
regulation by the Commiseion. Such companies shall fila rate lists for their

celecommunicatione services wh tes shall be effective upon fili axcept

the rates for basic local exchapnge services and switched access services
which rates shall be effective upon compliance and in accoydance with the
rocedures in this Section. Any service that is not a relecommunications
sarvice is not subject to regul c seion, and rates for such
gservices need not be filed wit e Commission.

b) On the effective date of sn election pursuant to this Section, th

tariffed rates of & company electing to be gubject to the provisions of this

Section are deemed ju d_rea e tinge to be deemed just
and reasonable as long as a creasass such company’s tariffed retes are
n accordsnce with the sions of on.
¢) The company may increase its ba local exchange service rates
after six 60) days' ce to all sffec subscyibers, Rates for basic
local exchange services may be u and be effective ediately upon
ling or at such later time spe d 4n such filing. Notice by the comps
to its subscribers shall be by vegular mwajl and may b 'clud n_regular
subscriber billings and ¢hall include the following:
A schedule of th 8 a8 a cha service rate change
2) The effective date o e pIo sic jocal exchange service rate
change; and

(3) An explanation of the yight of the subscriber to petition the

Commission for a public hearing on the rate incresase and the procedure
necessary to petition.
(d) The subscriber petitions provided for in this Section shall be
prepared as follows:
(1) FORM.
(A} The petjtion shall be headed by a caption, which shall contain:
(1) The heading, "“The Arksnsas Public Service Commission”
ii) The name of the comps ooperative seeking a change in
basic local exchange service rates.
(B) A getiiion substantially in compliance with the form set forth in

20 0114971531.mh(591
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this subsection shsll not be deemed invalid due to minor errors in its form.

(2) BODY. The body of the petition shall consist o three numbered

paragraphs, if applicable, as follows:

(A) ALLEGATIONS OF FACTS. The allegations of facts shall be stated in
the form of ultimate facts, without unnecessary detail, upon which the right
to_relief is based. The sllegations shall be stated in numbered subparagraphs
as necessary for clarity.

(B) RELIEF SQUGHT. The petjtion chall contain s brief statement of the
amount of the change in basjc local exchange service rates that is objected to

or other relief sought.

C) PETITIONERS. The pat shall contain the name, address, telephone
number, and signsture of each subscyiber s ng_ the petition. Only the
subscriber in wh am ) e is ed shall be coupted as &
petitioner. Every signature must be dated and shall have been affixed to the

etition within eixty (60) da ceding its filing with the Commiesion.

e) Exclusive of bas e _service rate changes pursuant %o
Section 4, the C ssion sh va aut to review basic local exchange

service rates set by the company only upon a forma)l petition which complies
with subsection (d) of this Section and which is signed bx at least fifteen

ercent (152) of all affected subscribers. If a prope etition is presented

to the C ssion within sixty (60 after the date of notice of the rate

change was sent affected su the C n sccept and file

the petition and, upon reasonsble notice, may esuspend the rates and charges at

issue during the pendency o e proceedings and reinstate the rates and

charges previouely in effect and shell hold and complete a hearing thereon

within ninety (90) days after filing to determine if the rates as proposed are

just and reasonable. The Commission may, within sixty days after close of the

hearing, enter an order adjustipg the rates and charges at issue, except that
the Commission may not set any rate or charge below the basic local exchange

service rates in effect at the time the naw rate at issue was proposed. A

company subject to this Section shall not increase its rates without the

approval of the Commission for six months after the date the Commission enters

such order. If the Commission fails to enter any order within gixtz days
after the close of the hearing, the petition shall be deemed denied and the

rates and charpes shall be deemed apvroved for all purposes, including the

purposes of appeal.
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(f) Rates for switched accees services of companies that are subject to

this Section shall be determined pursusnt to Section 7, except as provided in
Section 12(1) and Section 4.

{g) A compeny eubject to this Section may st any time file an
application with the Commission reguesting the Commission to prescribe just
and reasonable rates for the company. Any rate so set mway thereafrer be
adjusted ae provided in this Section.

(h) Nothing herein shal] restrict any customer’s pight to cowmplain to
the Commission regarding quality of service or the Commissjon's authority to
enforce quality of service rules and standards which are equally imposed oy
8ll telecommunicatjons providers.

The C £8 8Y, on its tio eview basic local exchange
se rates of apy compan ec this Sect the company has
incressed such yates by more than the grester of fifteen percent (15%) or

2.00 per amcces ne per month with consecutive twelve-month period

excluding rate increases ordered by the Compission pursusnt to Section 4. The
Commission shall hold and complete a hearing on such rates within ninety days
after first giving notice of such hearing to t e compapy to determine i the
rates as proposed are just and reasonsble. The Commission way, within sixty
days after close cf the hearing, enter an order sdjusting the rates and
charges st issue, except that the Commission way not require the company to
set any rate or charge below the greater of the rates in effect at the time of
the filing of the increase or the actusl cost of providing such service as
established by evidence received at hearing. In such order

Commission may order a refund of amounts collected in excess of the rates and
charges as approved at the hearing which may be paid as a credit against
billings for future services. If the Commission fails to enter any order
within sixty days after the close of the hearing, the rates and charges shall
be deemed approved for all purposes, including for purposes of appeal.

For purposes of this Section, the Commission may not require a

company that is subiect to thig Section, to set its rates below the actual

cost of the company providing the service. The actual cost shall, if

requested by the company, be determined to include a ratable portion of
adpinistrative expenses and overhead incurred by the company in its operationms

and the appropriate amortization of previocusly deferred accounting costs.

{k}) No rural telephone company subject to this Section may change its
22 0114971531.mhf591]
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basic local exchange service rates within ninety days after entry of a final

order adjusting such rate gﬁrauant to paragraphs (g) and (i) of this Section.
{1) Notwithstanding the provisions of this Section, if, ar any time

following the thrée year anniversary of the notice provided under this

Section, another telecommunications provide a8 _provid basic local exchange

service oy switched access service within a local exchange srea of the company

subiect to this Sectio the compa that is subject to this Section, wa

determine its rates for basic local exchange service and switched access

service within sny exchapge in which another telecommunicstions provider is
providing these services, in the same manner that it determines its rates for

other services pursuant to Section .

m) A rural telephone ¢ a ect o be regulated in accordance

with this Section way package any of its services with any other service it or
its affiliates offer, with or without a discount, provided that basic local

exchanpe services and switched access services mey be purchased separately st
the rates which are establishad in accordance with this Section.

SECTION 13. (a) Arkansas Code 23-17-227(d) is repsaled.

(b) All laws and parts of laws in conflict with this act are hereby

repealed.

SECTION 14. If any provision of this Act or the application thereof to
any person or circumstance is held invalid, such invalidity shall not affect
other provisions or applications of this Act which can be given effect without
the invalid provision or application, and to this end the provisions of this

Act are declared to be severable.

SECTION 15. All provisions of this Act of a general and permanent nature

are amendatory to the Arkansas Code of 1987 Annotated, and the Arkansas Code
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